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THE FUTURE OF UNITED STATES-CHINA
TRADE RELATIONS AND THE POSSIBLE
ACCESSION OF CHINA TO THE WORLD
TRADE ORGANIZATION

TUESDAY, NOVEMBER 4, 1997

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON TRADE,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:03 a.m., in
room 1100, Longworth House Office Building, Hon. Philip M. Crane
(Chairman of the Subcommittee) presiding.

[The advisory announcing the hearing follows:]

o)



ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON TRADE

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
October 22, 1997
No. TR-18

Crane Announces Oversight Hearing on
the Future of United States-China Trade
Relations and the Possible Accession of
China to the World Trade Organization

Congressman Philip M. Crane (R-IL), Chairman, Subcommittee on Trade of the
Committee on Ways and Means, today announced that the Subcommittee will hold
a hearing on the future of United States-China trade relations and the possible ac-
cession of China to the World Trade Organization (WTO). The hearing will take
place on Tuesday, November 4, 1997, in the main Committee hearing room, 1100
Longworth House Office Building, beginning at 10:00 a.m.

Invited witnesses include United States Trade Representative, Charlene
Barshefsky, and Under Secretary of State for Economic, Business and Agricultural
Affairs, Stuart Eizenstat. Testimony will also be received from private sector wit-
nesses. Congressmen Doug Bereuter (R-NE) and Tom Ewing (R-IL) have been in-
vited to testify on H.R. 1712, the “China Market Access and Export Opportunity Act
of 1997.” In addition, any individual or organization not scheduled for an oral ap-
pearance may submit a written statement for consideration by the Committee or for
inclusion in the printed record of the hearing.

BACKGROUND:

Article XII of the Agreement Establishing the World Trade Organization states
that any State or separate customs territory may accede to the WTO “on terms to
be agreed between it and the WTO.” In practice China, Taiwan, and other appli-
cants must negotiate terms for membership in the WTO in the form of a Protocol
of Accession. Through the operation of a Working Party, the United States, and
other WT'O members have an opportunity to review the trade regimes of applicants
to ensure that they are capable of implementing WTO obligations. In parallel with
the Working Party’s efforts, the United States and other interested member govern-
ments conduct separate negotiations with the applicant. These bilateral negotiations
are aimed at achieving specific concessions and commitments on tariff levels, agri-
cultural market access, and trade in services, of particular interest to the member
country involved.

China applied for accession to the General Agreement on Tariffs and Trade in
July 1986, and work has proceeded sporadically in the China Working Party since
that time to negotiate the conditions upon which China will enter the WTO.

In negotiating the terms of its accession to the WTO, China takes the position
that the United States should grant China unconditional, most-favored-nation
(MFN) trade status, a change requiring legislation. Sections 402 (a) and (b) of the
Trade Act of 1974 set forth criteria which must be met, or waived by the President,
in order for the President to grant MFN status to non-market economies such as
China. Conditional, non-discriminatory MFN trade status was first granted to the
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People’s Republic of China, pursuant to Title IV, on February 1, 1980, and has been
extended annually since that time. Extensions are granted based upon a Presi-
dential determination that such an extension will substantially promote the freedom
of emigration objectives in Title IV of the Trade Act of 1974, the so-called Jackson-
Vanik amendment.

The annual Presidential waiver authority under Title IV expires on July 3 of each
year. The renewal procedure requires the President to submit to Congress a rec-
ommendation for a 12-month extension by no later than 30 days prior to the waiv-
er’s expiration (i.e., by not later than June 3). The waiver authority continues in
effect unless disapproved by Congress. Disapproval, should it occur, would take the
form of a joint resolution disapproving the President’s determination to waive the
Jackson-Vanik freedom of emigration requirements for China.

H.R. 1712, the “China Market Access and Export Opportunity Act of 1997,” intro-
duced by Congressmen Doug Bereuter (R-NE) and Tom Ewing (R-IL), would en-
courage the People’s Republic of China to join the WTO by removing China from
Title IV of the Trade Act of 1974, and authorizing the President to raise tariffs on
Chinese imports, if China fails to take adequate steps to become a WTO member.

In announcing the hearing, Chairman Crane said: “It is indeed frustrating for
those of us who support normalizing U.S. trade relations with China to observe that
China’s WTO negotiations—in progress for over a decade—are still far from conclud-
ing. When measured against the obligations and commitments observed by other
WTO members, China’s proposals for liberalizing its trade regime remain seriously
inadequate. I continue to hope that China will come forward with meaningful offers
to breathe life into trade talks which are, for now, largely stalled.”

FOCUS OF THE HEARING:

The focus of the hearing will be to examine the future of United States-China
trade relations and the problems and opportunities associated with the entry of
China into the WTO. Testimony will be received on objectives for the negotiations
with China, as well as on the anticipated impact of its WTO membership on U.S.
workers, industries, and other affected parties. Members of the Subcommittee would
also welcome testimony on: (1) how progress in China’s WTO negotiations are affect-
ing the pending application of Taiwan to join the WTO, (2) whether the terminology
“most-favored-nation treatment” should be changed in order to reflect more accu-
rately the nature of the trade relationship with China, and (3) views on H.R. 1712.

DETAILS FOR SUBMISSIONS OF REQUESTS TO BE HEARD:

Requests to be heard at the hearing must be made by telephone to Traci Altman
or Bradley Schreiber at (202) 225-1721 no later than the close of business, Tuesday,
October 28, 1997. The telephone request should be followed by a formal written re-
quest to A.L. Singleton, Chief of Staff, Committee on Ways and Means, U.S. House
of Representatives, 1102 Longworth House Office Building, Washington, D.C. 20515.
The staff of the Subcommittee on Trade will notify by telephone those scheduled to
appear as soon as possible after the filing deadline. Any questions concerning a
scheduled appearance should be directed to the Subcommittee on Trade staff at
(202) 225-6649.

In view of the limited time available to hear witnesses, the Subcommittee may
not be able to accommodate all requests to be heard. Those persons and organiza-
tions not scheduled for an oral appearance are encouraged to submit written state-
ments for the record of the hearing. All persons requesting to be heard, whether
they are scheduled for oral testimony or not, will be notified as soon as possible
after the filing deadline.

Witnesses scheduled to present oral testimony are required to summarize briefly
their written statements in no more than five minutes. THE FIVE-MINUTE RULE
WILL BE STRICTLY ENFORCED. The full written statement of each witness will
be included in the printed record, in accordance with House Rules.

In order to assure the most productive use of the limited amount of time available
to question witnesses, all witnesses scheduled to appear before the Subcommittee
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are required to submit 200 copies of their prepared statement and an IBM compat-
ible 3.5-inch diskette in ASCII DOS Text or WordPerfect 5.1 format, for review by
Members prior to the hearing. Testimony should arrive at the Subcommittee on
Trade office, room 1104 Longworth House Office Building, no later than Friday, Oc-
tober 31, 1997. Failure to do so may result in the witness being denied the oppor-
tunity to testify in person.

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE:

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit at least six (6) single-space legal-size copies of
their statement, along with an IBM compatible 3.5-inch diskette in ASCII DOS Text
or WordPerfect 5.1 format only, with their name, address, and hearing date noted
on a label, by the close of business, Tuesday, November 18, 1997, to A.L. Singleton,
Chief of Staff, Committee on Ways and Means, U.S. House of Representatives, 1102
Longworth House Office Building, Washington, D.C. 20515. If those filing written
statements wish to have their statements distributed to the press and interested
public at the hearing, they may deliver 200 additional copies for this purpose to the
Subcommittee on Trade office, room 1104 Longworth House Office Building, at least
one hour before the hearing begins.

FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written statement
or exhibit submitted for the printed record or any written comments in response to a request
for written comments must conform to the guidelines listed below. Any statement or exhibit not
in compliance with these guidelines will not be printed, but will be maintained in the Committee
files for review and use by the Committee.

1. All statements and any accompanying exhibits for printing must be typed in single space
on legal-size paper and may not exceed a total of 10 pages including attachments. At the same
time written statements are submitted to the Committee, witnesses are now requested to submit
their statements on an IBM compatible 3.5-inch diskette in ASCII DOS Text or WordPerfect
5.1 format. Witnesses are advised that the Committee will rely on electronic submissions for
printing the official hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub-
lic hearing, or submitting written comments in response to a published request for comments
by the Committee, must include on his statement or submission a list of all clients, persons,
or organizations on whose behalf the witness appears.

4. A supplemental sheet must accompany each statement listing the name, full address, a
telephone number where the witness or the designated representative may be reached and a
topical outline or summary of the comments and recommendations in the full statement. This
supplemental sheet will not be included in the printed record.

The above restrictions and limitations apply only to material being submitted for printing.
Statements and exhibits or supplementary material submitted solely for distribution to the
Members, the press and the public during the course of a public hearing may be submitted in
other forms.

Note: All Committee advisories and news releases are available on the World
Wide Web at ‘HTTP:/WWW.HOUSE.GOV/WAYS_ MEANS/.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.



Chairman CRANE. The Subcommittee will come to order. Will ev-
eryone please be seated. Good morning. This is a meeting of the
Ways and Means Trade Subcommittee, to consider the critical issue
of United States-China trade relations, and to assess the progress
in the negotiations for China to join the WTO, World Trade Organi-
zation.

It is indeed frustrating to those of us who support normalizing
United States trade relations with China to observe that the nego-
tiations between that country and the WTO, in progress for over
a decade, are still far from a conclusion. When measured against
the obligations and commitments observed by other WT'O members,
China’s proposals for liberalizing its trade regime remain seriously
inadequate. If China joins the WTO, the terms on which it accedes
will have a huge impact on the opportunities available to United
States firms and workers in the 21st century. However, I know I
speak for many of my colleagues when I say that the United States
should not engage in these talks indefinitely. Either China offers
to make the necessary reforms of its closed system in the near fu-
ture, or I would support deploying United States negotiators to an-
other assignment until such time as China is willing to work out
a commercially acceptable agreement.

Today we will hear from two administration witnesses who will
discuss the results of the summit meeting last week between Presi-
dent Clinton and President Jiang Zemin. I am interested in hear-
ing their thoughts on the summit, and specifically whether it suc-
ceeded in injecting any momentum into the lackluster WTO nego-
tiations. I note that the focus of the summit was on areas other
than trade, and I'm interested in what the USTR, U.S. Trade Rep-
resentative, sees ahead for the United States-China economic rela-
tionship in light of these factors.

Finally, I welcome the testimony of my colleagues, Doug Bereuter
and Tom Ewing, who will discuss legislation they have drafted,
H.R. 1712, which is designed to spur progress in China’s WTO ne-
gotiations.

Now I would like to yield to my distinguished colleague from
California, Mr. Matsui, for an opening statement.

Mr. MaTsul. Thank you, Mr. Chairman, for these hearings today
on the future of United States-China trade relations and the pos-
sible accession of China to the World Trade Organization. I would
also like to welcome Mr. Lieberman, Mr. Bereuter, Mr. Levin, Mr.
Ewing, and certainly Mr. Cox from California.

At last week’s summit here in Washington, it was agreed by the
United States and China that China’s full participation in the mul-
tilateral trading system is in their mutual interest. It was further
agreed by both sides to intensify negotiations on market access and
on implementation of the WTO principles so that China can accede
to the WTO on a commercially meaningful basis at the earliest pos-
sible time. In light of this renewed commitment by both sides on
China’s accession to the WTO, this hearing is indeed timely.

Our traditional relationship with China has become one of the
most important and complex of all trade relationships. Con-
sequently, I would submit that the negotiations on the terms and
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conditions for China’s entry into the WTO will be the most impor-
tant trade negotiations in which the United States is involved in
the coming years. Clearly, the economic stakes with China are
high. China is now the world’s 10th largest trading country. Given
the impressive growth of the Chinese economy and its population
of 1.2 billion people, 22 percent of the world population, China’s
presence as a world trade partner will only increase.

Unfortunately, as the commercial importance of China has
grown, so has our bilateral trade deficit. Last year, our bilateral
trade deficit grew to nearly $40 billion. This year the deficit will
be in the range of $46 billion. This is clearly unacceptable. One
way to reduce this deficit is through greater access to the Chinese
market and continuing reform of the Chinese economic system.
This can be accomplished in part by China’s accession to the WTO
on sound commercial terms.

Let me reiterate for the record my longstanding position on this
issue. The United States should support Chinese accession to the
WTO provided it is done on a commercially sound basis and with
full acceptance by China of the basic obligations of the WTO sys-
tem. Moreover, our trade negotiators in the administration should
take whatever time is necessary to pursue negotiating options that
ensure these negotiations are done properly and not hastily.

A key issue is whether the United States should grant China un-
conditional MFN, most-favored-nation status, upon China’s comple-
tion of the terms of accession to the WTO. Granting China uncondi-
tional MFN will require an act of Congress, so Congress must con-
tinue to be an active partner with the administration in formulat-
ing the United States negotiating position. Moreover, there contin-
ues to be lively debate in Congress on how the Congress should go
about extending unconditional MFN to China and under what cir-
cumstances. Several bills have been introduced, and will undoubt-
edly be the subject of discussions at today’s hearing.

In conclusion, Mr. Chairman, let me state that prior to last
week’s summit, it appeared China was unable or unwilling to come
forward with a set of offers on WTO accession that would provide
and move the process forward. Last week’s summit may have
breathed new life into these negotiations. Only time, however, will
tell. Given the importance of these negotiations, it is absolutely es-
sential that we in Congress continue to work closely with the ad-
ministration to both promote and safeguard United States commer-
cial interests, and to ensure that the deal reached lays a significant
solid foundation for congressional action on unconditional MFN for
China.

I welcome today’s witnesses and look forward to their testimony.
Again, thank you, Mr. Chairman.

Chairman CRANE. I want to thank the witnesses in advance for
their prepared testimony. I would ask that you please try and keep
your oral remarks to under 5 minutes. Please submit your written
text for the printed record. It will be made a permanent part of it.

The first witness today is our distinguished colleague from Con-
necticut, Senator Lieberman, who has introduced in the Senate leg-
islation similar to the Bereuter-Ewing bill. We'll then proceed with
Sandy Levin from Michigan, Doug Bereuter from Nebraska, Chris
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Cox from California, and Tom Ewing from my home State of Illi-
nois. Please proceed in that order.
[The opening statement of Hon. Jim Ramstad follows:]

Statement of Hon. Jim Ramstad, a Representative in Congress from the
State of Minnesota

Mr. Chairman, thank you for calling today’s hearing to discuss US-China trade
relations and the possible accession of China to the WTO.

Earlier this year during the MFN hearings and debates, we discussed in depth
our relationship to China. It continues to be an important issue we must review
pf{;)en since the U.S.-Sino trade relationship is very important to U.S. businesses and
jobs.

China is one of the fastest-growing markets in the world and is home to over 1.2
billion people—20% of the world’s population. US-China bilateral trade has grown
from $2 billion in 1978 to nearly $60 billion in 1996—a 3000% increase!

And my own home state of Minnesota exports about $120 million annually of
manufactured goods and agricultural products to China, excluding Hong Kong. Al-
most 200 Minnesota companies do business with China, making it our eighth larg-
est trading partner—and growing. Some 60 Minnesota companies have joint ven-
tures, factories or branch sales offices in China.

I know the Minnesota business community is excited about future opportunities
with China. The recent US-China talks, in which President Clinton pledged to allow
American companies to begin bidding on $60 billion in Chinese energy contracts and
the President of China promised to reduce tariffs on $1.2 billion of US computers
and telecommunications equipment will directly impact Minnesota companies like
Honeywell and 3M, as well as many others.

But, according to Sung Won Sohn, Chief Economist of Norwest Corporation, many
nontariff barriers remain as major factors impeding economic progress between our
countries. We must take steps to remove these impediments. Through our policy of
engagement, I believe we can, after much hard work, achieve progress on economic
and political issues in China that are important

Knowing how crucial a normal, engaged relationship between the US and China
is for improving the lives of people in both countries—as well as those of Hong
Kong, Taiwan and other Pacific Rim nations—I want to thank you again, Mr. Chair-
man, for calling this hearing. I look forward to hearing from today’s witnesses about
the importance and implications of US-China Trade relations and China WTO ac-
cession.

STATEMENT OF HON. JOSEPH I. LIEBERMAN, A U.S. SENATOR
FROM THE STATE OF CONNECTICUT

Senator LIEBERMAN. Thank you, Mr. Chairman. Good morning,
Mr. Chairman, Mr. Matsui, Members of the Subcommittee. Thank
you for giving me this opportunity to say a few words about our
relations with China, particularly our trade relations, and then to
talk about H.R. 1712.

Mr. Chairman, we are at a critical juncture in our relations with
the PRC, People’s Republic of China. How we choose to manage
China’s emergence as a major global power will profoundly affect
the shape, not only of the global order, but the future prosperity
of our workers and industries. I believe we have got to work to es-
tablish an acceptable framework for peacefully integrating China
into the evolving economic, security, and political systems of inter-
national order. The core question that we in this Congress must
face is whether to continue our current path of cooperation and in-
tegration or choose the path of containment and isolation.

Mr. Chairman, the administration has made its choice. I think
it is the correct one, which is for cooperation and integration. We
in Congress are sending mixed and often negative signals. During
this session there has been much debate about what direction we
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should take in our relations with China. Much of the legislation
that has been introduced has assumed the worst, centered on con-
tainment, and favored economic sanctions to remedy just about
every Chinese transgression. This policy is ultimately premised, I
believe, on a view that China will inevitably be our next great
enemy. But it seems to me that treating China as our inevitable
enemy is the surest way to guarantee that result.

What we need here is not just sticks, but carrots as well. I say
that because on balance, China’s economic and political reforms are
becoming more, not less consistent with America’s core values. The
transformation of a socialist command economy into a controlled
market system has allowed for the emergence of a new class of en-
trepreneurs, and has promoted individual freedom to decide what
to consume, where to live, what to do for a livelihood, and with
much more freedom what to say and think, what to say to each
other.

The state sector of the economy—and I think this is a very im-
portant result of trade and economic growth—the state sector of
the economy has steadily declined and increasing numbers of Chi-
nese now work for employers that do not answer directly to the
Central Government or the Communist Party. That means the
Communist Party’s ability to control and monitor the social, politi-
cal, and economic lives of individual Chinese citizens has dimin-
ished substantially.

So the movement in China, thanks in good measure to trade and
economic growth, is in our direction. On the other hand, there’s an
awful lot that still falls short of our ideals and principles. Here,
particularly in the subject of this hearing, we have a large and
growing trade deficit with China that is unacceptable. A prosperous
and stable relationship will only continue for as long as we have
fair access to China’s markets. Therefore, bringing China into the
World Trade Organization will only help in establishing a level
playingfield for us to compete with China.

To encourage China’s current path of reform and development,
and to help ensure that China’s inevitable transformation into a
global and strategic superpower occurs in a way not adverse to
American interests and values, I believe we must have a policy
that aims at integration instead of isolation, and really relies on
carrots, saving the sticks for when they are most needed. In that
sense, it is time for Congress to end our mixed messages and am-
bivalence, the noise that makes us feel good but doesn’t lead to
much, and to work together across party lines to build a bipartisan
consensus for a new China policy.

Toward that end, 2 weeks ago I was privileged to introduce the
U.S.-China Relations Act of 1997 in the Senate, along with a bipar-
tisan group of colleagues: Senators Chuck Hagel, Bob Kerrey, and
Frank Murkowski. In that legislation, which deals with our strate-
gic relationship with human rights concerns, environmental con-
cerns, and so forth, we embraced in total H.R. 1712, the measure
introduced by Congressmen Bereuter and Ewing, because we think
it is a perfect combination of carrots and sticks, holding out the
hopes, setting a path for accession of China to WTO and thereby
getting us over the annual spasms related to the consideration of
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MFN status, but containing within it the stick of a snapback tariff
to create greater incentive for movement forward.

I am going to leave the discussion of the details of the bill to its
originators. Let me just say that I believe it holds hope of creating
a win-win situation. A win for the United States in terms of access
to Chinese markets, a win for China and particularly for its people,
as we help them walk the road not only to a better life, but to a
freer life.

Mr. Chairman, I would like to ask your permission to include the
rest of my statement in the record as if read. Thank you for your
courtesy in allowing me to come over and say a few words this
morning.

Chairman CRANE. Without objection so ordered.

[The prepared statement follows:]

Statement of Hon. Joseph 1. Lieberman, a U.S. Senator from the State of
Connecticut

Mr. Chairman, distinguished Members of the Committee, I appreciate this oppor-
tunity to discuss my views on the future of U.S.-China trade relations.

We are at a critical juncture in our relations with the People’s Republic of China.
How we choose to manage China’s emergence as a major global power will pro-
foundly impact the shape of the global order and the future prosperity of our work-
ers and industries. This is not dissimilar to the late 19th century when Japan and
Germany emerged to challenge Britain for world leadership.

British diplomacy failed although its task was not an easy one. Two terrible wars
have stained the history of this century. We must try to do better. We must work
to establish an acceptable framework for peacefully integrating China into the evolv-
ing international economic, security, and political systems. And the core question is
whether to continue on our current path of cooperation and integration or choose
the path of containment and isolation.

During this session there has been much debate about which direction we should
take in our relations with China. Most of the legislation that has been introduced
regarding China has assumed the worst, centered on containment, and favored eco-
nomic sanctions to remedy a host of Chinese transgressions. This policy of contain-
ment is ultimately premised on a view that China will be our next great enemy.

Some of my colleagues ask us to pass laws that use punishment as the primary
tool in our bilateral relationship. These proposals overlook a number of realities: the
ineffectiveness and unproductiveness of punitive legislation in changing China; the
importance of maintaining and fostering trust and confidence in such an important
bilateral relationship; the real potential for retaliation by China; and the potential
upsides of a constructive relationship with China. Ultimately, those bills proposing
containment of China will neither achieve their stated aims of changing China’s be-
havior nor promote America’s more general national and international interests.

The rest of the world will not join us in our effort to isolate China. That makes
containment unworkable. Our best policy option is to work to integrate China. Just
this past week, the U.S.-China summit realized the first steps towards a more inte-
grated and cooperative relationship with China. We should be encouraged and press
forward for more contact with China.

But before rushing to any conclusions about China’s intentions, it is helpful to
take a closer look at its development over the past 20 years. China has been en-
gaged in a slow but steady effort to integrate itself into existing international sys-
tems. It has made efforts to be active in the United Nations, it has participated in
a number of multilateral organizations, and has adapted some domestic institutions
and policies to the demands of the international community.

I visited China last March with my friend and distinguished colleague, Senator
Connie Mack of Florida, and was struck by the revolutionary changes occurring
there. This time the revolution is being driven not by Mao’s little red book, but by
the mass quest for cellular telephones and personal computers, and incidentally, all
the personal freedom of communication that goes with them.

The central government in China is still not tolerant of opposition. Political and
religious dissidents are in jail. I was disappointed that President Jiang did not use
the summit as an opportunity to release Wei Jing Sheng. On the other hand, aver-
age Chinese seem to have lost their fear of open and spirited conversations with
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Westerners. And Senator Mack found the Catholic Churches during that Holy week
before Easter packed with worshipers.

On balance, China’s economic and political reforms are becoming more, not less,
consistent with American core values. The transformation of a socialist command
economy into a controlled market system has allowed for the emergence of a new
class of entrepreneurs and has promoted individuals’ freedom to decide what to con-
sume, where to live, what to do as a livelihood. The State sector of the economy has
steadily declined, and increasing numbers of Chinese now work for employers that
do not answer directly to the central goveist Party. This means that the Communist
Party’s ability to control and monitor individual’s social, political, and economic lives
has diminished substantially. Explicit political reforms have been fewer, but today
there are more local elections being held in China than at any other time in its mod-
ern history. The legal system has been reinvented over the past two decades, and
has seen in recent years substantial (though still inadequate) improvements in
criminal procedure and judicial review of administrative abuses. It can be said in
summary that, the reforms of the past two decades have led to increased personal
liberty, a strengthened legal system, and the beginnings of a civil society, although
there is still a very long way to go.

The Chinese government has undertaken a slow but steady deregulation of the
economy since it allowed for free enterprise in the countryside in 1982. Deregulation
and the marketization of the Chinese economy has led to unprecedented improve-
ments in the living standards—and purchasing power—of ordinary Chinese. In the
past 15 years, China’s per capita GDP has more than tripled, from $889 to $2,923,
and is forecast to be $4,190 in 2000. Not uncoincidentally, China’s demand for US
exports has increased in similarly substantial leaps. US goods and services exports
destined for China have increased from $3.7 million in 1980 to $11.1 billion in 1995.
China is now America’s fifth largest trading partner. Similarly, US Foreign Direct
Investment in China has increased significantly.

On the other hand, we have a large and growing trade deficit with China that
is unacceptable. A prosperous and stable relationship will only continue for as long
as we have fair access to China’s markets; and bringing China into the World Trade
Organization will only help in establishing a level playing field for us to compete
with China.

The United States, along with its trading partners, have spent nearly half a cen-
tury writing the rules for disciplined but fair international economic relations. From
the Kennedy Round to the establishment of the World Trade Organization in 1994,
the United States has been instrumental in establishing the new international trade
order. We should continue to lead by bringing China into the WTO on terms that
not only will expand global economic opportunities for all member economies but
also will preserve our domestic economic interests.

The time has come for China to be full member of the new global economic system
and to share in the maintenance and growth of that system. The sooner China is
a part of the WTO the better for everyone.

This is why Senators Hagel, Kerrey, Murkowski and I decided to include Rep-
resentative Beureuter and Ewing’s proposal for giving China permanent MFN into
our U.S.-China Relations Act of 1997. It is important to get China into the WTO,
but also to hold them to high standards. We should not allow for a transition period
for the PRC in fulfilling fundamental obligations of the WTO, including national
treatment, transparency, and judicial review. There must be real market access for
agricultural products and services (this includes the right to establish services in
the areas of insurance, value added telecommunications, financial services, distribu-
tion, and business services such as